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THE PROBLEM OF UNIFIED RAILROAD OPERATION 1 

T. W. VAN METRE 
Columbia University 

FOR a number of years the business world of the United 
States has had a sick man in its midst, the American rail- 
road business. There is a body of consulting experts at 
Washington to which the railroad managers have often appealed 
for a remedy, but with small measure of success. Recently, 
however, the experts have suggested, of their own accord, a most 
drastic cure for the railroad ills. Revolutionary changes in 
legislation or in administration have been recommended by the 
Interstate Commerce Commission in a special report to Congress. 
The one outstanding fact about the railroad business just now 
is that the railroads are not producing transportation sufficient to 
satisfy the demand. Though the railroads are hauling a greater 
traffic at the present time than they ever hauled in previous years, 
they are falling far short of caring for all the traffic offered to 
them, and the country is suffering seriously because of their 
failure. 

The railroads should adopt at once any expedient which will 
lead to a greater efficiency in their service. Many expedients are 
being offered for consideration, but few of them are of value. 
It is absolutely useless at the present time for Mr. Ford or any- 
body else to chide the railroads for using a ioo-pound basket to 
carry 25 pounds of goods, and it is a waste of words to suggest 
that if the railroads would use cars made of steel with a tensile 
strength of 100,000 or of 200,000 pounds they would get along 
more economically than they do by using cars made of steel which 
has a tensile strength of 50,000 pounds. In the present emergency 
it does no good to talk of revolutionary changes in railroad equip- 
ment. There is not sufficient time to build new equipment; there 
is not enough time to build new tracks ; there is not enough time 
to add greatly to railroad terminal facilities. What is needed is 
some device which will increase the efficiency of railroads as they 
are now equipped. All transportation experts, including the two 

1 Discussion at the meeting of the Academy of Political Science, December 
14. 1917. 
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men of great practical experience who have just preceded me, 
agree that the one only thing which will add greatly to the 
efficiency of the railroads is the unification of the various systems 
of the country into one great single system. 

The problem is entirely an operating problem ; not a problem 
of getting new facilities or of changing present facilities. It is not 
a problem of getting dividends on stock or interest on bonds; 
it is not a problem of increasing rates; and those who are dis- 
cussing financial questions at the present time are obscuring the 
real issue and delaying the solution of the difficulty. 

While operating unity among the carriers seems to be the most 
available expedient to relieve the present congestion, there is a 
very great obstacle in the way of achieving this unity. This 
obstacle, as Mr. Tomkins has already pointed out, is the law. The 
Act to Regulate Commerce, passed in 1887, prevents pooling of 
freight or freight revenues; the Sherman Law of 1890 prevents 
combination among the carriers, even to the extent that they 
are not permitted to enter into formal rate agreements as to what 
they shall charge for the transportation of competitive freight. 
While these laws do not stand in the way of the combination of 
physical facilities for more effective and economical operation, 
they do prevent in a large degree the adoption of the financial 
arrangements which the carriers would want to negotiate in the 
event of their agreeing to a plan for greater operating unity. 
No carrier will give up without heavy compensation the 
monopoly advantages which it may possess, and it is highly 
probable that a satisfactory basis of compensation could be ar- 
ranged only if the carriers were permitted to enter certain pool- 
ing agreements. 

In view of these conditions, what are the methods by which the 
operating unity so highly desirable can be effected? There are 
three: (1) The carriers may disregard the technical provisions 
of the law and voluntarily unite in some co-operative program for 
the improvement of the railroad service. (2) As the Interstate 
Commerce Commission has suggested, the fifth section of the Act 
to Regulate Commerce may be repealed and the Sherman Law 
may be so modified as to make it inapplicable to railroads. 
(3) The president may take over the operation of the roads. 

The first method is being pursued to some extent ; the carriers 
have already adopted measures by which greater efficiency may 
be obtained through co-operative action. But they have not pro- 
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ceeded to the extent that is necessary or desirable, nor will they 
do so under present conditions. In the first place, the railroad 
managers are not willing to violate the law extensively and openly, 
and if they enter into a complete program of unification they must 
adopt a system of pooling freight traffic or of pooling freight 
revenue, or a combination of both. If they attempted to form a 
pool, there is little doubt that some unpatriotic individual would 
soon apply for an injunction to prevent the railroads from 
carrying out the agreement. Since the courts pass upon questions 
of law and not upon questions of expediency, one can easily see 
what the result of an injunction suit would be. 

In the second place, the rivalry of the railroads is a great ob- 
stacle to unity. You have not heard, have you, that the Pennsyl- 
vania Railroad, which controls the greater portion of the water- 
front in Philadelphia, is voluntarily offering the use of its terminal 
facilities to other railroads on terms of equality? You have not 
heard, have you, that the New York Central Railroad, which 
controls the one important entry to Manhattan Island, is con- 
senting to let all other roads use this entry? I have no doubt that 
both the Pennsylvania and the New York Central managers 
would be willing to surrender their monopoly advantage — if the 
consideration were great enough ; but they are not going to give 
up their strongholds without first knowing what the compensation 
is to be. 

Voluntary action on the part of the carriers did not work last 
year when the car shortage was just as serious as it is now. The 
roads entered into a co-operative arrangement for the purpose of 
securing a more equitable distribution of freight cars and for the 
purpose of facilitating the prompt return of western cars. It was 
a good arrangement and it should have helped to solve the diffi- 
culty; but it did not, because some of the carriers party to the 
compact refused to abide by the terms of the agreement. The 
Interstate Commerce Commission was compelled to undertake 
the supervision of car service, and to issue mandatory orders for a 
fair and equitable distribution. 

It must be understood that the railroads are not to be blamed 
greatly for their failure to give up voluntarily the advantages 
which they possess. Except in the matter of determining the 
rates which the public must pay for service, the railroad business 
is a competitive business, and each carrier has a natural desire to 
hold on to what it has. The situation merely shows that we 
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should not expect too much from the voluntary action of the 
carriers under present conditions. 

The second method of securing unified operation is likewise 
open to serious objection. There is no doubt that it would be a 
good thing for Congress to make the changes in the law suggested 
by the Interstate Commerce Commission. Railroad economists 
have for years been endeavoring to convince Congress — and to 
convince the commission, too — that the anti-pooling section of the 
Act to Regulate Commerce should be repealed, and that the 
Sherman Law should not be applied to railroads. But if a bill 
embodying these changes were introduced now, it would probably 
take weeks and weeks to get it past the obstructionists at Wash- 
ington, and meanwhile the transportation system would continue 
to suffer. Moreover, even if it were possible to get legislative 
action in a short period of time, we should still have to wait while 
the carriers were composing their rival interests. Even if suitable 
voluntary agreements became possible after the change in the 
law, there would be an enormous waste of time. Time is the chief 
element in the entire situation. The war is not being fought a 
year ago or ten years ago, and it will not be fought next year with 
desirable effectiveness unless it is fought just as effectively as 
possible right now. 

Obviously the only method for quick action is for the president 
to assume control of railroad operation. Once the president takes 
charge, as he is authorized to do, a railroad administrator can put 
into immediate effect by mandate what would take months to 
accomplish by legislation and voluntary agreement. 

It is unwise to obscure the question of railroad operation by the 
discussion of side issues. There are a number of phases of the 
railroad problem which demand attention, but for the most part 
they are entirely irrelevant to the problem of securing more effi- 
cient operation of the railroads as they now stand. It is the 
consensus of opinion among transportation experts that the effi- 
ciency of the railroads would be greatly increased if the lines were 
to be operated as a single system, and whatever method offers the 
most direct and immediate means of securing operating unity it is 
the policy of wisdom to adopt. 

One advantage of the plan of presidential control is that it 
would serve to check the movement toward government owner- 
ship of railroads, a policy which for this country would be the 
greatest folly. It is in times of railroad difficulty like the present 
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that the movement for public ownership gains momentum. There 
never would have been much serious talk of government owner- 
ship in this country had it not been for the obstructive policy of 
selfish private interests, who, standing in the way of intelligent 
action, delayed regulation so long that the legislation was even- 
tually formulated in accordance with the warped ideas of the 
thoughtless agitator. As we delay with the solution of the pre- 
sent difficulty we are hearing more and more talk of public owner- 
ship, and if we continue to temporize, there is serious danger that 
government ownership will suddenly be accomplished. The 
present difficulty should be a salutary lesson, but its possibilities 
will be wasted and dissipated unless the crisis is met in the most 
prompt, direct and effective manner. 
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